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[The following article is reproduced with permission of the Washington-based Council on
Hemispheric Affairs (COHA). It was published in the July 9, 1993 edition of COHA's biweekly
publication, "Washington Report on the Hemisphere."] In June 1990, president George Bush
proposed the Enterprise for the Americas initiative (EAI), which called for the eventual creation
of a hemisphere-wide free trade zone. Today, President Bill Clinton's administration is working
to complete the first step of that effort: the North American Free Trade Agreement (NAFTA) with
Canada and Mexico. The ideal of a huge North American bloc of 363 million consumers has been
pushed forward as a move essential to ensuring US competitiveness in the New Economic Order.
Observers are now assessing what this development means to Japan, the largest aid donor to the
Third World, who has invested more capital in the region in the last three years than even the
US. Many believe that the development of Latin America will, to a large extent, depend on the
effectiveness of the cooperation between its two principal sources of outside financing. JapaneseLatin American trade booms Japan has taken a keen interest in Latin America in recent years,
with an emphasis on Brazil, Chile, Mexico, and Peru. A nation with scarce natural resources, Japan
has been drawn to Latin America's abundant raw materials. Brazil, with more than one million
citizens of Japanese origin, supplies it with more than 30% of all its Latin American imports. On the
other side of the continent, Chilean copper, iodine, lumber, fish, nitrates, and gold are the draw.
In 1992, these booming exports produced a handsome US$733 million trade surplus with Japan,
in sharp contrast with Chile's US$336 million deficit with the US. Skeptical of the lack of progress
involving the EAI, many Latin Americans are eager to expand trade with Japan, and, as a result,
Tokyo's influence in the region is decidedly broadening. Last month the Rio Group, comprised of
12 Latin American nations, voiced its support of augmented trade with Japan. This regional body,
established to promote democratization and the implementation of market economies, also declared
its backing of Japan's bid to become a permanent member of the UN Security Council, further
underscoring not only Tokyo's economic might in the hemisphere, but its political clout as well.
Behind the numbers Despite its expanding role in the region, which includes being the second
largest contributor to the IMF and World Bank, Japan's assistance to Latin America remains strictly
economic. With considerable bitterness, many Latin Americans recall that during the 1970s and
early 1980s, Tokyo had no problem entering into deals with right wing military regimes throughout
the region without considering their horrendous human rights records. Illustrative of its apolitical
economic gyroscope, Japan maintained trade with Nicaragua during the Sandinista era, and
continues to trade with Cuba. In addition, Japan did not alter its US$126 million aid policy toward
Peru when President Alberto Fujimori seized near dictatorial powers in April of last year. But, in
what could be a dramatic policy shift, it did threaten to freeze US$50 million in credits to Guatemala
last May when then-president Jorge Serrano tried to emulate Fujimori. Japan's Latin America policy,
however, isn't all upbeat. Its agenda of fostering infrastructural aid for its own economic benefit
has been criticized for encouraging environmentally unsound policies such as damaging logging
practices in Brazil and Chile and for its relative stinginess in providing humanitarian assistance
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to the region. Senator Edward Kennedy (D-MA) attacked Japan for not doing its part to relieve
Latin America's indebtedness, citing the US$60 billion price tag that the US pays annually for the
defense of its Asian ally. In recent months, Washington as evidenced by President Clinton's hard
line on trade deficit reductions has adopted an increasingly tough stance toward Japan. The slow
US economic recovery and a trade deficit with Japan that is now running at nearly US$50 billion a
year, contributed to a perception of an impenetrable "fortress Japan" bent on economic imperialism.
Although a new GATT agreement announced on the eve of the G-7 meeting in Tokyo may lessen
the pressure, many US policy makers view the world as splitting into regional blocs in preparation
for a global economic battle. The investment boom in Latin America fuels the US-Japanese rivalry,
not only because it increases Asian presence in a region traditionally dominated by the US, but
also by instilling fear that a flood of Japanese goods will penetrate this country through loopholes
in NAFTA or via ties with Chile. Japan's response to NAFTA In 1990, Japan provided Mexico with
US$1.6 billion in aid and operated over 170 Japanese multinational corporations in the country.
However, uncertain of NAFTA's ramifications, Tokyo has recently curtailed such investments.
Japanese businessmen view that agreement and US trade policy in general as highly exclusionary
and detrimental to their interests. For example, NAFTA would alter local content requirements
making it more difficult for Japanese transplant companies like Honda to keep preferential trade
status. If Japan continues to view North America as being inhospitable to its business interests, it
could deprive the continent, and particularly the US, of needed capital investment. With Japan and
the US now exercising major influence, Latin American development can either be a cooperative
effort emphasizing long term sustainable growth or an export-oriented melee driven by the lure of
quick profits which is likely to leave the region injured, depleted and still under-developed. Perhaps
what is needed is what Latin American specialists call a "new trilateralism," a policy in which the
developing nations diversify their trading partners and no single foreign power dominates. Such
an approach will require regional leaders to impose their own strict development agenda, limiting
the industrial powers to providing only monitored investment and aid in technology, resources and
human capital. In this way, Tokyo's and Washington's trade policies conceivably can be used to
advance constructive regional economic growth and development.
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